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Report 


TOURME SHAREROLDERS 
OF TRANSAIR LIMITED: 


The enclosed financial data re- 
flects that 1973 was a year of 
achievement and disappointment. 
While gross revenues continued an 
upward trend, major cost increases 
coupled with regulatory delays nar- 
rowed operating margins below 
acceptable levels. 


On the positive side, the increase 
in gross revenues from $17,449,000 
in 1972 to $22,080,000 in 1973 
(26.5%) is indicative of the growth 
potential in the market area served 
by the Company. Over the period 
1969 to 1973, revenues have more 
than doubled from $11,029,000 to 
$22,080,000 and passengers carried 
from 206,000 to 405,000. 


While this growth rate is encour- 
aging and has exceeded projected 
levels, the increase in operating 
costs is alarming. Operating costs 
increased $5,238,000 over 1972 
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Transair’s Senior Management Group — (left to right): H. F. Pacher, Senior Vice President; 
Arthur V. Mauro, President; D. R. McDougall, Senior Vice President; R. A. Morrison, Executive Vice President. 
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(32.0%) and reduced our operating 
margin from 6.2% to 2.2%. Rapidly 
accelerating costs are problems 
faced by all sectors of the economy 
but regulated industries are denied 
a high degree of price and opera- 
tional flexibility. 


We became aware early in the 
third quarter that the magnitude of 
cost increases for labour and 
material demanded an upward re- 
vision in rates. We filed our tariff 
revisions with the Canadian Trans- 
port Commission (Air Transport 
Committee) to take effect Decem- 
ber 1st, 1973. While all of the other 
regional carriers were permitted the 
increases requested, our new tariffs 
were suspended. While the rates 
were subsequently approved effec- 
tive February 1st, 1974, during the 
interim period our revenues and 
Operating ratios were seriously 
affected. 


Similarly, Our attempt to reduce 
costs by withdrawing from non- 
compensatory services was impeded 
by delays in receiving approval ata 


_ 


cost to the Company in excess of 
$200,000 during 1973. 


The importance of the time fac- 
tor in regulatory decision making 
during a period of rapidly accelerat- 
ing costs cannot be overemphasised. 
This is particularly the case where 
applications for rate increases in- 
variably lag behind cost increases. 


FINANCIAL 
Income before Extraordinary 
Items decreased from $422,000 


to $362,000 while Net Income 
increased © irom o.1.011,000) to 
$1,107,000 — an increase of 9.5%. 


Earnings per Share at 35.4 
cents were 2.6 cents or 7.9% above 
the previous year. 


Working Capital improved by 
$1,494,000 and we are in a positive 
Working Capital position for the 
first time since 1967. 


Retained Earnings of $1,589,000 
reflect an increase of $1,093,000 
over the preceding year and are at 
the highest level in corporate histo- 
ry. The book value per common 
share as at December 31, 1973 was 
$2.55 which is also a new high. 


Three versions of Transair’s new stewardess uniform. 


OPERATIONS 
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Fixed Wing Division 


During the past year our pro- 
gramme to withdraw all piston 
equipment from the fleet was com- 
pleted. In April we took delivery 
of our second F-28 Twin Jet and 
subsequently introduced jet service 
from Winnipeg to Yellowknife via 
Churchill. To date, this service has 
exceeded projections. 


At the same time we introduced 
on a trial basis YS-11 turbo prop 
service from Winnipeg to Thunder 
Bay via Red Lake, Kenora and 
Dryden. This was intended to aug- 
ment our existing jet service and to 
determine whether such a service 
was economically viable. After a six 
month experimental period, we 
concluded that the indicated traf- 
fic, coupled with the increasing 
costs, did not warrant a continua- 
tion. The new. service between 
Winnipeg, Kenora, and Red Lake 
reflects the basic travelling require- 
ments of the communities and 
reduces overall operating costs. 


An extensive training programme 
was undertaken to provide crews 
for the additional F-28, along with 
the third Boeing 737 and 70/7 
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which were brought into the fleet 
in November and December of 
1973. The latter equipment is on 
short-term lease pending acquisition 
of permanent fleet components. 


We have contracted for the pur- 
chase of an additional Boeing 737 
to be delivered in November of 
1974 and have an option on a 
fourth aircraft for delivery in 
December of 1975. The long lead 
times in acquiring equipment 
make it necessary to contract 
well in advance and plan route 
development accordingly. 


The extensive training pro- 
gramme required for the expanded 
fleet was carried out with minimum 
dislocation to normal operations 
and we are now fully staffed to 
handle the equipment programmed 
over the next two years. 


Rotary Wing Division 


Our helicopter fleet exceeded 
projected utilization and we antici- 
pate continuing growth in_ this 
Division. As is the case in Fixed 
Wing operations, we have deter- 
mined that the piston equipment 
should be phased out and replaced 
with turbine helicopters. While this 


INCOME 
BEFORE TAX AND EXTRAORDINARY ITEMS 
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THOUSANDS OF DOLLARS 
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Division of the Company represents 
a small part of the gross revenues, it 
makes a valuable contribution to 
Net Income. We see an expanding 
role for this Division in the future. 


ROUTE DEVELOPMENT 


As we indicated in our report 
to you last year we applied to 
provide unit toll service to Resolute 
Bay via Winnipeg and Churchill. 
Authorization has just been receiv- 
ed and we anticipate introduction 
of the service in September. Our 
access to both Yellowknife and 
Resolute Bay allows us the oppor- 
tunity to participate in the major 
developments occurring in both the 
Western and Central Arctic region. 


Our submissions to the Canadian 
Negotiating Committee on bilateral 
agreements with the United States 
were not reflected in the final 
agreement and, in fact, all the ser- 
vices that we suggested were re- 
quired from our region to the 
United States will be provided by 
U.S. carriers. 


The agreement provides for ser- 
vice by a Canadian carrier between 
Winnipeg-Chicago and the oppor- 
tunity for the Canadian Govern- 
ment to designate a second Cana- 


21 REVENUE 


MILLIONS OF DOLLARS 


dian carrier from Toronto to 
Chicago. We have indicated to the 
Minister of Transport our interest 
in providing these services as part of 
Our regional network. 


In order to provide regional ser- 
vices to Western Manitoba and 
Northern Saskatchewan we are 
applying for authority for a route 
from Prince Albert to Toronto via 
Regina and Brandon. Such a service 
will make available same plane jet 
services to the important regional 
centres of Brandon and Prince 
Albert. 


GENERAL 


While results of the past year in 
some areas met basic targets, the 
escalation in costs are, and must 
remain, of grave concern. The in- 
creasing spiral became discernible 
early in the third quarter and accel- 
erated rapidly during the balance of 
the year. 


Fuel costs increased by 44% over 
the full year and by 63% over the 
period October 1st to December 
31st. We anticipate that fuel costs 
in 1974 will increase by a further 
$1,696,000 from $3,404,000 in 
1973 to $5,100,000 in the forth- 
coming year. Labour costs rose by 
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—— Total Revenue (including 
miscellaneous revenue) 


Contract and Charter Revenue 


45% over 1972 and material costs 
by 15%. We have provided for such 
escalations in all of our contract 
flying and will revise our tariffs as 
required so that scheduled services 
bear their proper costs. 


We have recently concluded a 30 
month contract with the Canadian 
Air Line Flight Attendants Associa- 
tion and are negotiating with the 
Canadian Air Line Pilots Associa- 
tion. 


The year 1974 will not be an 
easy one. Increasing costs, coupled 
with regulatory restrictions, will de- 
mand all of our effort if we are to 
maintain a high degree of efficiency 
and continued growth. The growth 
in Gross Revenues indicates the 
market potential in our designated 
region. | remain confident that 
your Company can maintain an 
orderly expansion and continued 
profit improvement. 


| am sincerely grateful to all of 
the employees for their continuing 
contribution. 


Respectfully submitted, 


EZ cA, Zt 2 © 


ARTHUR V. MAURO 
President and Chief Executive Officer. 


Flight Crew check-in with Despatch. 
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transair Limited 
And Wholly-Owned Subsidiary Companies 


Consolidated Statement of Income 


FOR THE YEAR ENDED DECEMBER 31, 1973 
(With 1972 Figures for Comparison. Both Year's Figures In Thousands of Dollars) 


1973 % 1972 % 

YAW EL NUQUIS 5 Ais s coe say i aS Ca ae en $ 22,080 100.0 $s 17,449 100.0 
EXPENSES: 

General operating and administrative expenses .................. 19,805 89.7 14,635 ehonee) 
Deoreciation and -emontization (Note 2)... 02.4 ce. gees eee sae: 1,339 6.1 122241 TA 
irerest=—home=tenin CleOt . . a Gud seer cds ccs wne wes en Gad davare ces 361 1.6 367 Dr 
I ov RS a ee ne 89 4 ESS) ai 
21,594 97.8 16,356 93.8 
DE RE INTSS UNI CLSIN NE, © PPS Sire ee a ee 486 — 2.2 1,093 OZ 
GAINS(LOSs) ON DISPOSAL OF PROPERTY AND: EQUIPMENT 214 1.0 (283) (1.6) 
INCOME BEFORE INCOME TAXES AND EXTRAORDINARY ITEMS 700 3.1 810 4.6 
Pees ebalNGCo WE DAXES (NOTGS/) 226.24 dhe oot 4 cecleces Joe oe 338 1.5 388 ee 
WEOMEDBERORE EXTRAORDINARY ITEMS ce... .c.000.c.4e05s a: 362 1.6 422 2.4 


EXTRAORDINARY ITEMS 
Roreian exemange credits (Note 6)... 22 .0h ek ce aaa eve wince 85 4 51 ae) 
Income tax reduction arising from application 


Orienlonvears lossjcarry-torwards: (Note 7).....2...4 20.00.2020. 660 3.0 Ssh Sal 
745 3.4 ayehs) 3.4 
NeiNC Ovi FOR THESYEAR ((Note:9).28 .4,08e ss Cade $ 1,107 BO; $= 1,011 Die: 


Consolidated Statement of Retained Earnings 


FOR THE YEAR ENDED DECEMBER 31, 1973 


(With 1972 Figures for Comparison. Both Year's Figures In Thousands of Dollars) 


1973 1972 
RETAINED EARNINGS (DEFICIT) AT BEGINNING OF THE YEAR. $ 496 $ (501) 
ReTmIRICOMIGL TOI he: yal sacs a. mn aticters acer aed ghia Saree re oe 1,107 Ona 
Dividends paid on 7U¢ preference Snares... gato oe cee (14) (14) 
RET MINEO mEARNINGS SAT ENDSOF THE EARS es. .h5 setae $ 1,589 $ 496 


The accompanying notes are an integral part of the financial statements. 


trans 
And Wholly-Owned 


Consolidated 


(With 1972 Figures for Comparison. Bc 


ASSETS 
1973 OZ 
CURRENT ASSETS: 

ET) a erie ie Oe ant i On Peni Pe ELL EE Ele IE 5 ne athe tg ees ne eae . 69 S106 
ACCOUNTS TeCelVable— Thad 64a4 wes ore Sy Ais eee oe eee 2,674 Zea 
Sale Ol alr Cral tenn Brier eke COS LES SCE OnE oes ate ae ee 1,695 14 
Inventories of parts, supplies, gasoline and oil—at cost....................00. ; 1,405 1,284 
ANIR@tarti Tonsale— at COS tance ee eon oor te cote ee me rege re er 920 225 
Mongages receivable dte-withim one Veale: os... ..0 ee eee eee 247 156 
PFEDAIC EN DCIS OS sic rcemend as. eca ecm ras ey eat cat mate ite ena eae iene ae 516 325 
OTSIRCUITOTIT GASSES ces 5 Ya Sees het cere iene ne ge ; 7,526 4,627 
MORTGAGES RECEIVABLE ess (CLreMt DOMtOM. sree either a ents Cree ne eee ne 418 544 

PROPERTY AND EQUIPMENT (Note 2): 
PNivelennec tate mintre lenge ee Ul ele ealnpete yy cee wre Mon Man Sate gical eS ay 10,367 14,032 
andr DUntcingds and Grow md -eGUl Ome ities yes tea c aics cae ye ane eee eee 2,472 2,266 
12,839 16,298 
ReSsSsaccuimuUlated. GeDreclatiOnizn. «seme ana) artes ce ert ars See arate ee eee tae ree 4,009 4,635 
Nici elie) cra Wart pteme a lWlelpntsinita: crs cm Sater elee wan Gehan teacossdracst Meeak sah 8,830 11663 
DEVELOPMENTALAAND: PLEETMPRE-OPERAIING*=COSIs a Notes 3s) ene 1,912 877 
DEFERREDSEEASE. PAY MENTS (NG tes 4) saree erecta ities areca ae cr eae nee 821 677 
CT a eee ec ih Sade sacs Sec B hs eh cae Mt ca eas ie A aPC gh a a $19,507 $18,388 


The accompanying notes are an in’ 
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A RES RAN MbN hn) 


ii Limited 


ibsidiary Companies 


lance Sheet 


Year's Figures In Thousands of Dollars) 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


CURRENT WABILITIES: NIE: ee 
Banks Gans (INGte iam. metner ten ats mene etm ee Wey cr se ee MRM Pence i ue om . $ 2,365 $91,086 
ACCOUMTS OS VanlezanGeacc red Mia Dit CS maw weicrs brea een an an oun Aen ere ge 3,906 oe209 
PONnG=TethnCe DT eUC ON TIL MN @ Ney Ca twenes gomecesnte oc are et Nae Rare peter 1,202 1,163 

OtALCUOM UM ADI NICS meatier eee eater tes tetris Are ener, ce ee ee ie weet fice: ; 7,473 6,068 

LONG-TERMPUBDEBDSEless-Cunentporuome(NOte:G) sexeens meen: ohm. Aenea 3,340 4,405 

DEFER REDMINCGO MPL AXES (IN OTCm/:) 2, a temimnett a cl 7 ears Rant Pearce fee cue eens a) 636 7o0 

SHAREHOLDERS’ EQUITY (Notes 1 and 8): 

Capital Stock: 
PIelerenCershiat@S emcee mts. Sete en riear Cae cit Re ce EO. Mae clase. 200 200 
CORMIMONESIIA CC Ch mens teanietee ie Mets tenn heer are Meret: nce Ne eee SO eed 2 6,269 6,269 
6,469 6,469 
Retainedeea min cScemas sere eg ees hast ry at rn hte annee nen nA nr Span at sey cee er, 1,589 496 
HW Otalesharemolcderswe CUT sami. ies reel PA ete ch ee eee ea el 8,058 6,965 
Approved by the Board: pee ins so 
A. V. MAURO, Director 
S. KANEE, Director 
EL al ES Lee earn ek On are gee etme Medien, Cita ine Ptah ae eho Usd ohh, 77 ha ety ig . $19,507 $18,388 


al part of the financial statements. ; 
Transair’s Boeing 707 provides charter service to Mexico and the Caribbean. 
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transair Limited 
And Wholly-Owned Subsidiary Companies 


Consolidated Statement of Source 
and Application of Funds 


FOR THE YEAR ENDED DECEMBER 31, 1973 
(With 1972 Figures for Comparison. Both Year's Figures In Thousands of Dollars) 


1972 
FUNDS PROVIDED: Ue z 
Net income excluding charges not affecting working Capital ..2........2..8...-. $1,850 $2,299 
Net reduction of mortgages Teceivable. es se ee ere ee er ee 126 — 
Sale -Of-COUIOMIGMIT. 2). < 285 ee ee ey oe oe ee 2,532 1,477 
rAMShh LORalirehait TOl: Sale te ee ec neee cere ace ee ete tee a ar rr 920 = 
LOnG: teri Nitancing Met OT CUMS, DOCUOTIE maar iia ae cei eee Partie er ere eee 138 = 
Total Funds Provides 2 sx ca ceuvastes earn creer cetera eee ee ; 5,566 3/76 
FUNDS APPLIED: . 
Capital exOencdleunes sf osc, ei dec aate cig star atc eather este ot cept Re Oca ae 1,588 1,754 
Repayvinent of long=terinGebis o.ne. 1 kr one ava eee 1,109 ea 
Developmental and fleet pre-operating Costs. 1.5.5 6. so. noe sc aes. ee one ae. 1,213 394 
Deferred leese Pa yinniemtses ys. cece: centers hoes anne give ae: ae ee eee 148 130 
Dividends. or soreiereniCe Sarees. =. 6) a..ca = en cata een ter eee ee ae 14 14 
Total Funds ApDedies scam hens ae en eee ee ee | 072. 3,513 
IMPROVEMENT: IN VVVIGIRICINIG oA PGA aa seen eee erecta Sen gare ee a 1,494. 263 
Working Capital (Deficiency) at beginning Of ine yeaa... 2.5.6.0 «eee we ee ee (1,441) (1704) 
Working Capital (Deticrency) at end ot the years Auras einen oe ee ee eee eS 53 $ (1,441) 


The accompanying notes are an integral part of the financial statements. 
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Maintenance inspection of a Boeing 737 jet engine. 


transair Limited 
And Wholly-Owned Subsidiary Companies 


Notes to the 


(Consolidated Financial Statements 
DECEMBER 31, 1973 


1. BASIS OF STATEMENT PRESENTATION 


The accounts of the company have been consolidated with 
those of its wholly-owned subsidiaries Midwest Airlines Ltd., 
and Arctic Wings Limited and Aircraft Services (Western) 
Limited, both of which are inactive. The acquisition of 
Midwest Airlines Ltd. has been treated for accounting pur- 
poses on a “pooling of interests’ basis, and the issue of 
739,000 common shares with an assigned value of $3,695,000 
for the acquisition resulted in the company’s consolidated 
capital stock account being increased by $13,000, equivalent 
to the paid-in capital of the subsidiary, and retained earnings 
being increased by $2,058,964, equivalent to the retained 
earnings of the subsidiary on May 2, 1969. 


2. PROPERTY AND EQUIPMENT 


Property and equipment are recorded at cost. Depreciation 
of aircraft and flight equipment is provided on a straight-line 
basis at rates which are sufficient to reduce their book value to 
estimated residual values at the expiration of their estimated 
useful lives. The cost of airframe and engine overhauls on 
major aircraft is capitalized, and amortized on the basis of 
hours flown. 


Tickets and intormataan 
‘aes Bitets et Renseignements 


During the year the company entered into an agreement 
for the sale of an aircraft for delivery in 1974. The 
amount of the net proceeds to be received is dependent 
upon refurbishing costs but could result in a loss of 
approximately $165,000 after income taxes, which loss may 
be offset partly or fully by gains on disposals of other aircraft. 


In 1973, the company purchased one Boeing 737 Jet 
aircraft, valued at $5,850,000 (U.S.), for delivery in November 
1974, and obtained an option to purchase another Boeing 737 
jet aircraft for delivery in 1975. The option is exercisable on 
or before October 1974 (See note 6). 


Subsequent to the year-end, the company completed 
the purchase of two Fokker F-28 jet aircraft for $3,800,000 
(U.S.) each, and spares inventory of up to $700,000 (U.S.). 
The aircraft were delivered in 1972 and 1973 (See notes 
4 and 6). 


3. DEVELOPMENTAL AND FLEET PRE-OPERATING 
COSTS 


The amount of $1,912,000 represents the costs related to 
new aircraft prior to going into revenue service less amortiza- 
tion to date. Costs are amortized over eight years except there 
was no amortization of 1973 additions which were related to 


Passenger service counter at Winnipeg International Airport. 


expansion into four-engine jet aircraft operation from which 
no revenues were derived until the latter part of December. 


4. LEASES 


The company has on net leases two Boeing 737 aircraft 
through April 1981. In the last year of the leases, the company 
has the option to purchase the aircraft for $585,000 each, 
including spare engines and certain parts. 


Lease payments on the Boeing aircraft are charged to 
expense at the rate of $1,806,000 per annum, being the 
average of payments throughout the term of each lease. Lease 
payments made in excess of the amounts charged to expense 
are shown on the balance sheet as deferred lease payments. This 
account will be reduced by charges to operations in the latter 
years of the leases when payments will be lower than the 
average annual rate. 


In previous years the costs of engine overhauls on the 
Boeing aircraft were recorded on an accrual basis. In 1973 the 
company adopted the policy consistent with that followed 
relative to owned aircraft, of capitalizing overhaul costs when 
incurred and amortizing the costs over subsequent periods on 
the basis of hours flown. The change had the effect of 
increasing income before extraordinary items by $54,000 and 
income after extraordinary items by $110,000. 


5. BANK LOANS 


Bank loans are secured by assignments of book debts and, 
as collateral security for future expansion, a $5,000,000 
demand debenture secured by a floating charge on all unen- 
cumbered assets with further provisions that there be no 
redemption of preference shares or payment of dividends on 
the common shares without consent of the bank. Subsequent 
to the year-end, an increase in debenture coverage to 
$20,000,000 was successfully negotiated. 


6. LONG-TERM DEBT 


6%% note payable in United States cur- 

rency secured by two YS-11A aircraft, parts 

and equipment, repayable monthly to August 

19.78 Bete sinte ee eee ER er ne, ce ene $2,985,000 
6.47% to 7.65% notes payable in pounds 

sterling secured by one Hawker-Siddeley 748 

aircraft, repayable semi-annually to October 

TOP Ghote asst sree tise cea eae eee ne ere ee $ 456,000 
7.64% notes payable in pounds sterling 

secured by three Argosy aircraft, parts and 

equipment, repayable semi-annually to July 

HLS a Parent Pea ee ret AOC merit Betty deh nee MnO OU $ 871,000 
9% unsecured agreement payable in pounds 

sterling repayable semi-annually to April 1976 .. $ 230,000 


In 1972, the company acquired two Fokker F-28 jet $4 542.000 
aircraft. The first airplane was delivered in September 1972, L d thi ie ERT ; : 
the second in April 1973. Payments to date of $457,000 have : a oa Bi ARS SEM RCE UES $1,202,000 
Soop ose es Gees pe nea for coeur ng mune a. Nee oUMetiter mie Tel ONT WEESS asc cercsnanesscccdesheossesonansooasonase , é 

Lease payments for the next five years will be as follows: pues cite 

OPS ARN eae secce eee e eee $1,008,000 

1974 $1,957,000 1977 $1,860,000 1:97 Giles deoe ted geet a emer sere er $ 694,000 

1975 $1,860,000 1978 $1,860,000 VOL Rene eee e ee $ 511,000 

1976 $1,860,000 1O:7 ORR epee EN 00k ee ere ere niet $1,127,000 $3,340,000 
——— THE 1973 TRANSAIR DOLLAR 

8.1 cents 
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nterest 27.4 cents 
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Subsequent to the year-end, the Company successfully 
negotiated understandings in principle for the following 
long-term loans: 


6% notes payable in United States cur- 
rency secured by a bank guarantee, repayable 
semi-annually from June 1980 to December 
LO Orr Gre POR CS trees Perce mnt ens, $3,000,000 


Notes at 1%2% above New York prime rate 
payable in United States currency secured by 
one Boeing 73/ aircraft, repayable semi- 
annually from June 1975 to December 1979. $3,500,000 


Notes at 2% above New York prime rate, se- 
cured by two Fokker F-28 aircraft, repayable 
quarterly from June 1974 to March 1984.......... $7,000,000 


The company policy is to translate amounts owing in 
foreign currencies at rates fixed through forward exchange 
contracts. The increase in the relative value of the Cana- 
dian dollar since foreign debts were incurred has resulted 
in an extraordinary income item of $85,000 net of income 
taxes, $60,000 arising from reversal of amounts previously 
provided for estimated maximum costs of renewing foreign 
exchange contracts, which provision is no longer considered 
necessary. 


7. DEFERRED INCOME TAXES 


As a result of applying prior years’ losses against current 
taxable income, no income taxes are payable for 1973. 
The extraordinary item in 1973 income of $660,000 repre- 
sents the Income tax benefit arising from the application 
of these losses. A similar benefit of approximately 
$140,000 is available in future years. Deferred income 
taxes of $636,000 shown on the balance sheet have arisen 
in Midwest Airlines Ltd. as a result of claiming capital cost 
allowances in excess of recorded depreciation. 


8. CAPITAL STOCK 


The authorized capital stock consists of 20,000 prefer- 
ence shares of par value of $10.00 each, redeemable at 
$13.50 per share (including postponed dividends of $3.00 
per share as at May 15, 1963) and entitled to a cumulative 
dividend of 7O cents per share per annum after that date; 
and 5,000,000 common share of no par value. 


The 20,000 preference shares are all issued and fully 
paid and all dividends since May 15, 1963 have been paid: 
3,080,806 (unchanged from 1972) common shares are now 
issued and fully paid. 


As at December 31, 1973 warrants are outstanding 
entitling the holders to purchase 513,468 common shares 
for $4.00 per share on or before May 31, 1976. 


At December 31, 1973, 465,000 common shares were set 
aside for option, all of which were outstanding, including 
400,000 shares at $5.00 per share expiring May 31, 1976, and 
other options on 65,000 shares at prices ranging from $2.30 to 
$6.25 per shares, expiring at various dates to November, 1978. 
Included are options of 42,500 shares to officers of the 
company, none of whom are directors. 


9. EARNINGS PER SHARE 


1973 1972 

Earnings per issued common share (see (a)): 
Before extraordinary items...............06 Hie  WSrae 
After extraordinary items...............-.--- 85,465 732.86 


Fully diluted earnings per share (see (b)): 
Before extraordinary items (anti-dilutive) = = 
After extraordinary items...............2....--- SAG ZA Ne 


(a) Based on the weighted average number of shares out 
standing during the year. 


(bo) In the foregoing summary, the fully diluted figures reflect 
the income per share that would have existed if all 
the stock options granted had been exercised and all 
the warrants had been converted into common stock. 


For the purpose of calulating fully diluted earnings per 
share, earnings after tax of $182,000 ($166,000 in 1972) 
have been imputed at a rate of interest based on the cur- 
rent cost of the company’s bank borrowings. 


10. REMUNERATION OF DIRECTORS AND SENIOR 
OFFICERS 


Expenses include remuneration of $166,000 paid to six 
officers, two of whom were directors. Fees of $14,000 
were paid to eight directors. 


Skilled maintenance provides high regularity of service. 


Transair’s Boeing 737's offer 
quick convertibility from 
passenger to cargo configuration. 


Auditors’ Report 


TO THE SHAREHOLDERS OF TRANSAIR LIMITED 


We have examined the consolidated balance sheet of 
Transair Limited and wholly-owned subsidiary companies as 
at December 31, 1973 and the consolidated statements of 
income, retained earnings, and source and application of 
funds for the year then ended. Our examination included a 
general review of the accounting procedures and such tests 
of accounting records and other supporting evidence as we 
considered necessary in the circumstances. 

In our opinion, these consolidated financial statements 
present fairly the financial position of the companies as at 
December 31, 1973 and the results of their operations and 
the source and application of their funds for the year then 
ended, in accordance with generally accepted accounting 
principles. Further in our opinion, except for the change in 
method of recording engine overhaul expenses as referred 
to in Note 4 to the consolidated financial statements, with 
which we concur, such accounting principles are applied on 
a basis consistent with that of the preceding year. 


DELOITTE, HASKINS SsSEEES, 


Winnipeg, Manitoba Chartered Accountants 


March 26, 1974 


transair Limited 


Ten Years With Transair 


1973 1972 1971 1970 1969 1968 1967 1966 1965 1964 


Scheduled Revenue ($000).............. (Er) Wwe i250) TOlIS GE A200 S612 8128 2802 DADG 
Contract and Charter Revenue ($O00).... 5,617 AOS BS) eee Ao Wey Als BHi2 DBe Dieu 
One ROVERUE (SOOO) es sasacccooscoaasoe 663 613 434 219 107 258 410 371 89 68 


Ce 


otal REVENUE (OOO)... ocsecrocancen. 22.080 17,449 16,343 14,024 11,029 6,363 5,740 6011 5,060 5,042 


eens 


Income (Loss) before Income Tax and 
Extraordinary Items 


/Sanoulimnt (SOOO) .os ass0vcccneepnoonoac 700 810 411 (106) (1,412) (762) (185) (256) 192 171 

Percent of Total Revenue............... 3.1 46 2.5 (CB) (IZ) G20) (32) (4.3) 3.8 3.4 
Net Income (Loss) 

PNW (SOOO). oo eon dooweneaamenane 1,107. 1,011 505 (QQ) (ZAC) @72) (eb) @S0) 233 180 

Percent of Total Revenue............... 5.0 5.8) 3). | (3) (Cie) Cis) (2) (4.3) 46 3.6 

Percent of Common Shareholders Equity . 14.1 14.9 8.8 (1.4) (80.8) (80.0) (9.8) (14.6) 15.6 BS 
Funds Provided from Operations ($000)... 1,850 DON UNS 4 JOSS 444 197 451 539 841 1,015 
Retained Earnings (Deficit) (SO00)........ 1,589 496 (01) (rs) (3s) Vi 877 847 654 435 
Common Shareholders Equity ($000)... . 7,858 OOS 8.703 2723 Dia W098 Wee iv7sd i144 837 
Common Shares Outstanding 

nel Gi VEO (OOM ass ccasccncnre ees 3,081 3/0 Oils OG mez O04 a2. Oil 781 781 746 726 435 
Earnings per Common Share (¢) ......... 35.4 32.8 19.7 CID) (O24) Chan) ee?) (aes) ZO.2 42.9 
Book Waltichpen sivanes (S)rerearceeeee. = 2.55 2B20 1 437/ Haske 127 1.40 2.43 2.34 2.06 eo2. 
Gross Additions to Fixed Assets ($Q00)... 1,588 1,754 ols Ssiv2 Silo) 571 46 els 1) 0447 las 
Net Book Value of Fixed Assets ($000)... yee) Ws Iss I s6@ 11/023 O68) Bowe Bioe Slat isto 
Long-Term Debt Outstanding—Current and 
Nom-Cumemi (GOGO). 22. ocncc00e0 56 4,542 LSyhoy SIs) mmm OFA) [uuu s}10)1|-- Summ oH-0) oe IC oo) ley, 85 410 259) 

Working Capital (Deficiency) ($000)... .. 53 (1,441) (1,704) (4,040) (1,811) (750) 66 (208) (Zi) 367 
Passengers Carried (O00)................ 405 328 Cai 301 206 134 104 90 69 62 
Revenue Passenger Miles (000)......... 225,130 159,004 145,042 125,809 78,118 40,834 33,694 29,049 22,276 20,031 
Rassenger LoadsRactor loan. ..2..05.-004 ; 54.0 ANG) '5) Af dal 45.0 48.7 46.9 ANG\ Sous 35.6 42.0 
WONEI| OEIC TFECHOR Yon pan eoaaeada soo onare 2 51.1 3815 BH 40.9 43.8 46.0 BS). 33.4 46.0 45.2 
NUMDE TC EMpIOVeeS encore anna ee 690 514 485 504 468 390 345 356 oil HZ 


re  ——————————————————————————————— 


NOTE: The results of Midwest Airlines Ltd. are included effective May 2, 1969. 
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transair timitea ay 


INTERIM REPORT 
For the Six Months Ended June 30, 1973 


July 26, 1973 


TO THE SHAREHOLDERS OF 
TRANSAIR LIMITED 


Enclosed are comparative statements for the 
six-month period ended June 30th, 1973. 


Gross Revenues increased by 28% from 
$8,002,000 to $10,240,000 and Operating Profit 
by 24.2% from $368,000 in 1972 to $457,000 in 
the current period. 


Net Income at $639,000 represents a 125% 
increase over the corresponding period of 1972. 
Retained Earnings have increased from $496,000 
at December 31,1972 to $1,128,000 at June 30th, 
1973; 


We have again been awarded thescontract for 
the vertical resupply of the Distant Early Warning 
sites with increased rates effective as of July 1st. 


While the indicated improvements in operating 
results are encouraging, increases in operating 
expenses, particularly wages and fuel, will require 
increased efficiency and ultimately rate revision. 


| remain confident, however, that the balance 
of the year should see continued improvement. 


LA cma, Ze ©. 


ARTHUR V. MAURO, President _ 


transair Limited 
and Wholly-Owned Subsidiary Companies 
CONSOLIDATED STATEMENT OF INCOME 


For the Six Months Ended June 30, 1973 
(With 1972 Figures for Comparison) (Unaudited) (In Thousands of Dollars) 


1973 % 1972 1% 
REWenUe ie Ms ets eee ALP SR SO SA Fete Ge Ny oo CR ol E $10,240 100.0 $ 8,002 100.0 
Expenses . F 
General Operating and Administrative Expenses............... 8,756 85,5 6,662 83.3 
Depreciation and Amogizotlon Ae tay) eed 23 Merah yooh ene 796 7.8 (72854) 19.0% 
ITeres ta th Cay Atal Sa po mee ble SRL wc eee Mee. . ial Nee 231 212 244 3.0 
9,783 95.5 7,634 95.4 
ORERATING? RRO. te Vy eae wane, ott unk Cea, <! oon eee 457. 4.5 368 46 
Gain (Loss) on Disposal! of Property and Equipment.............. 25 0.2 (84) (1.1) 
Income Before Income Taxes and Extraordinary ltem.............. 482 4.7 284 iS 
Defetied Income wiaxesia seth wha emi tihc eh neat ke deen Wek 221 BES T39 AT, 
Income ‘Before Extracrdinanyuiemny 2% wits. 3.14.4 Ue ao ae aa aha 261 25 i TAB VOLS 
Income Tax Reduction Arising from Application of Prior | ener 
Years, Loss Garny-Roinvends 0h4 1d take reat tuey aeons: Ay eee eee 378 BF He pa a CU aa 
Net Income.for the: Period) A nel tem ie bie oid elaine) FAR or en ee $ 639 6.2) $y} 2845) Ase 
Earnings per Common Share ae): 
Basic Earnings re 
(Weighted Average Number of Shares: 1973 and 1972—3,080,806) _ 1973 1972 
Before ,Extraordinany [tem SAL a Eg a, 8.2¢ 4.7¢ 
After Extraordinary item pica tee hog i ee, ok ee ee (V2 20.5¢ 9.2¢ 
Fully Diluted Earnings | | 
Before Extraordinary ‘item wins odie tS la a ee leon Se 11.2¢ 5.6¢ 
Aftentextraccdinary lien thi ey het ob AR, eee ee er CASE SE 9.0¢ 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


For the Six Months Ended June 30, 1973 
(With 1972 Figures for Comparison) (Unaudited) (In Thousands of Dollars) 


Funds Provided: 1973 
Net Income, excluding charges not affecting Working Capital. ............... 5) he 
Reduction of Mortgages Receivable. ot ache 0) ly : 63 
Saleiof Property and Equipment.414 025 fale. Sb ee Se v8 

Total Funds Provided........ PY ASR en, gd Core ee Sy ee a 1,394 

Funds Applied: . ee 
CapitalExpenditurascc o)7 tees! woh oy Sew hae: |: San Ae ee 868 
Repayment of Long Term Debtic d. vie eae AAk 2 Gy ge ta enn ee 595 
Developmental and Fleet Pre-Operating Costs. ............ 0... c cece eee eee ea [ aks: 
Deferred ‘Lease Rayments gy bw etc te. eT eee, «lee ae Ce A er 51 
Dividends on Preferepce:Shares®. 56 . 6 Lage. C.\ Se ee ee oe . ES 

Total. Fonds Applied 6.2 A AGG. Pe ed oy oe Ph . 1,669 

improvement (Decrease) tm Working, Capital. ici). is ces ee | (275) 

Working Capital Deficiency at the Beginning of the Period................ Md AEP yi 1,441 


Working Capital Deficiency at the End of the Period............... 0. ccc cece eee ee 1,716 


1972 
$ 1,040 


1,086 


991 
709 
113 
102 
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1,922 
204 
1,704 
1,500 
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